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DOCKET NO. T-04312A-05-0295IN THE MATTER OF THE APPLICATION OF
VALUTEL com1vfun1cAT1ons, INC., FOR
APPROVAL OF A CERTIFICATE OF
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DECISION no. 7 0 0 4 9

7

8

9

10

11

12

13

14

GRDER

Open Meeting
November 27 and 28, 2007
Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

1 5

1 6 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in Me  pre mis e s , the

17 Arizona  Corpora tion Commis s ion ("Commis s ion") finds , concludes , and orde rs  tha t:

18

19

20

21
22 provide

.
te lecommunica tions  s e rvices , in Arizona .

i i 2. Notice  of the  applica tion was  given in accordance  with the  law.

3. On April 27, 2005, S ta ff file d its  firs t s e t of Da ta Reques ts .

32 4. On May 2, 2006, by Procedura l Orde r, S ta ff was  directed to make  a  filing upda ting the

Commiss ion on the  s ta tus  of this  matte r and to indica te  whe ther the  matte r should be  adminis tra tive ly

27 closed,
28

l . On April 18, 2005, ValuTel Communications, Inc. ("ValuTel" or "Applicant") filed

Mth the Commission an application for a Certificate of Convenience and Necessity ("Certificate") to

resold local exchange telecommunications services and resold long distance
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7

8

9

10  a pp lica tion .

l l 11. On  Augus t 2 ,  2007 , S ta ff file d  its  S ta ff Re port re comme nding  a pprova l of the

12 Applica nt's  a pplica tion subje ct to ce rta in conditions .

12. On S e pte mbe r 21, 2007, the  He a ring Divis ion initia te d a  te le phonic confe re nce  to

1 5. On May 30, 2006, Sta ff filed a Request for an Extension of Time to submit updated

2 information regarding the Applicant's  application.

3 6. On June 1, 2006, by Procedural Order, Staff's  request for an extension of time was

4 granted and Staff was directed to file its update by July 17, 2006.

5 7. On J uly 17, 2006, S ta ff file d its  upda te  re comme nding tha t this  ma tte r not be

6 adminis tra tive ly closed.

8. On December 12, 2006, Staff tiled its Second Set of Data Requests.

9. On February 6, 2007, Applicant tiled responses to Staff's data requests.

10. On J une  15, 2007, Applica nt tile d s upple me nta l informa tion in s upport of its

13

14 discuss  se ve ra l is sue s  ra ise d in S ta ffs  Re port.

15 13. On  S e p te mb e r 2 6 ,  2 0 0 7 ,  b y P ro ce d u ra l Ord e r, S ta ff wa s d ire c te d  to  file  a

16 S upple me nta l S ta ff Re port cla rifying one  of its  re comme nda tions .

17 14. O n  O c to b e r 1 ,  2 0 0 7 ,  S ta ff file d  its  S u p p le me n ta l S ta ff Re port con tinu ing  to

18  re comme nd  a pprova l o f Va luTe l's  a pp lica tion  s ub je c t to  cond itions  a nd  c la rifying  one  o f its

19 re comme nda tions .

20

21

15. ValuTeI is a foreign corporation authorized to transact business in Arizona.

16. ValuTel is in good standing with the Arizona Corporation Commission.

22 17. Applicant is a switchless reseller that purchases telecommunications services from a

23 variety of carriers for resale to its customers.

24 18. In Decision No. 58926 (December 22, 1994), the Commission found that resold

25 telecommunications providers ("resellers") are public service corporations subject to the jurisdiction

26 of the Commission.

27 19. Va1uTel provides  te lecommunications services  in New Mexico and is  certified to

28 provide telecommunications services in Texas.

,r
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a

1 20. Va 1uTe 1 pos s e s s e s  the  te chnica l ca pa bilitie s  to provide  the  s e rvice s  it is  re que s ting in

2 this application.

21. ValuTe1 provided unaudited financial statements showing assets of $270,172.87;

4 equity of $120,624.4l; and net income of negative $3,887.04, for the year ending December 31,

5 2006.

3

6 22.

7

S ta ff re com m e nds  a pprova l of Va luTe l's  a pplica tion for a  CC&N to provide  intra s ta te

te le communica tions  s e rvice s  s ubje ct to the  following conditions :

8

9 (a) T h a t * Va lu T e l c o m p ly  wit h  a l l  C o m m is s io n  R u le s ,  O r d e r s  a n d  o t h e r
re qu ire m e nts  re le va n t to  the  p rov is ion  o f the  in tra s ta te  te le com m unica tions
se rvice s ,10

11 (b) Tha t Va luTe l a bide  by the  qua lity of s e rvice  s ta nda rds  tha t we re  a pprove d by
the  Com m is s ion for Qwe s t in Docke t No. T-0105 IB-93-0183 ;

12

13 (C) Tha t Va luTe l be  prohibite d from  ba rring a cce s s  to  a lte rna tive  loca l e xcha nge
s e rvice  provide rs  who wis h to  s e rve  a re a s  whe re  Va luTe l is  the  only provide r
of the  loca l e xcha nge  s e rvice  fa cilitie s ;14

15 (d) Tha t Va luTe l be  re quire d to notify the  Com m is s ion im m e dia te ly upon cha nge s
to its  na me , a ddre ss  or te le phone  numbe r,

16

17 (G) Th a t Va lu Te l c o o p e ra te  with  Co m m is s io n  in v e s tig a tio n s  in c lu d in g ,  b u t n o t
lim ite d to cus tom e r com pla ints ,

18
(D

19
Tha t a lthough S ta ff cons ide re d the  fa ir va lue  ra te  ba s e  inform a tion s ubm itte d
by Va luTe l,  the  fa ir va lue  in form a tion  prov ide d  s hould  no t g ive n  s ubs ta n tia l
we ight in this  a na lys is ;

20

2 1 (8 )

22

Tha t if Va luTe l de s ire s  to colle ct a dva nce s , de pos its  a nd/or pre pa ym e nts  from
its  cus tom e rs  in  the  fu ture ,  Va 1uTe l s hould  be  re quire d  to  tile  a n  a pplica tion
with  the  Com m is s ion for a pprova l a nd s uch a pplica tion s hould  re fe re nce  a ny
De cis ion in  this  docke t,

23

24
(11) Tha t Va luTe l o ffe r Ca lle r ID with  the  c a pa b ility to  togg le  be twe e n  b loc ldng

a nd unblocking the  tra nsmis s ion of the  te le phone  numbe r a t no cha rge ;

25
(i)

26

Th a t  Va lu Te l o ffe r  La s t  C a ll R e tu rn  s e rv ic e  th a t  will n o t  re tu rn  c a lls  to
te le phone  numbe rs  tha t ha ve  the  priva cy indica tor a ctiva te d, a nd

27 (j) Tha t Va luTe l re ce ive  a uthoriza tion to dis count its  ra te s  a nd s e rvice  cha rge s  to
the  ma rgina l cos t of providing the  s e rvice s .

28
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a . Tha t Va luTe l docke t conforming ta riffs  for e a ch s e rvice  within its  CC&N within 365

days  of a  Decis ion in this  ma tte r or 30 days  prior to the  provis ion of se rvice , whicheve r comes

firs t. The  ta riffs  submitte d by Va luTe l should coincide  with the  a pplica tion in this  ma tte r a nd

sta te  tha t ValuTel does not collect advances, deposits  and/or prepayments  from its  customers .

b . Tha t Va luTe l:

1). P rocure  a  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit in the

a mount of $25,000. The  minimum pe rforma nce  bond or irre voca ble  s ight dra ft le tte r

of credit amount of $25,000 should be  increa sed if a t any time  it would be  insufficient

to cove r advances , depos its  and/or prepayments  colle cted from Va luTe l's  cus tomers .

The  pe rformance  bond or irrevocable  s ight dra ft le tte r of credit should be  increased in

incre me nts  of $12,500, a nd the  incre a se  should occur whe n the  tota l a mount of the

a dva nce s , de pos its  a nd/or pre pa yme nts  is  within $2,500 of the  pe rforma nce  bond or

irrevocable  s ight dra ft le tte r of credit amount.

2). Docke t proof of the  pe rformance  bond or irrevocable  s ight dra ft le tte r of credit

within 365 days  of the  e ffective  da te  of an Orde r in this  ma tte r or 30 days  prior to the

provis ion of s e rvice , whiche ve r come s  firs t. The  pe rforma nce  bond or irre voca ble

s ig h t d ra ft le tte r o f c re d it s h o u ld  re ma in  in  e ffe c t u n til fu rth e r O rd e r o f th e

21 Commiss ion.

22 24. On Octobe r 15, 2007, Va luTe l file d a  Re sponse  to S ta ffs  Supple me nta l S ta ff Re port

23 objecting to S ta ffs  recommenda tion of a  $25,000 bond amount as  too excess ive .

24 25. Although  Va luTe l's  ta riff s ta te s  it will no t co lle c t a dva nce s ,  de pos its ,  a nd /o r

25 prepayments  from its  cus tomers , it is  reques ting authority to provide  loca l exchange  se rvices .

26 26. Local exchange  customers  pay the ir monthly service  charges in advance  and therefore ,

27 the  Commiss ion re quire s  tha t a ll loca l e xcha nge  ca rrie rs  procure  a  pe rforma nce  bond or irre voca ble

28 s ight dra ft le tte r of cre dit, including re s e lle r loca l e xcha nge  ca rrie rs , procure  a  minimum $25,000

1 23. S ta ff furthe r re comme nds  tha t Va luTe l be  orde re d  to  comply with  the  fo llowing

2 conditions  a nd if it fa ils  to  do s o, Va luTe l's  CC&N s hould be  cons ide re d null a nd void a fte r due

3  p roce s s .

4

5

6

7

8

9

1 0

1 3

14

15

16

17

18

19

20
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1

2

3

4 27.

5

6

7 28.

9 29. In ge ne ra l, ra te s  for

10

l l 30.

1 2 31.

performance bond or irrevocable sight draft letter of credit to protect customers. Therefore, ValuTel

should be required to procure a $25,900 performance bond or irrevocable sight draft letter of credit to

protect its resold local exchange customers.

ValuTeI will be providing service in areas where it will have to compete with other

incumbent local exchange carriers ("ILE Cs"), competitive local exchange carriers ("CLECs") and

interexchange carriers providing telephone service.

ValuTel will not be able to exert any market power in the areas it is requesting to serve

8 and the competitive process will result in rates that are just and reasonable.

ValuTel's proposed rates are for competitive services.

competitive services are not set according to the rate of return regulation.

ValuTel's fair value rate base ("FVRB") is zero.

Staff reviewed the rates to be charged by ValuTe1 and determined they are just and

13 reasonable as they are comparable to other CLECs and ILE Cs operating in Arizona.

ValuTel has requested that its telecommunication services in Arizona be classified as1 4 3..

15 competitive.

1 6 33.

1 7

1 8

19

20

S ta ff re comme nds  tha t Va luTe l's  propos e d re s old loca l e xcha nge  a nd re s old

interexchange telecommunications services be classified as competitive because ValuTe1 will have to

compete with new CLECs; ILE Cs  hold a virtual monopoly in the local exchange market; there are

alternatives  to ValuTel's  services , ValuTe1 will have to.convince customers  to purchase its  services ,

and ValuTe1 will therefore have no market power in those local exchange or interexchange service

21 markets where alternative providers to telecommunication services exist.

ValuTel has  not had an applica tion for service  denied or revoked in any s ta te , and

23 there  have  been no formal compla int proceedings  and no civil or crimina l proceedings  involving

22 34.

24 Va luTe l.

25 35.

26

27

Applicant indicated that none of its  officers , directors  or partners  have been involved

in a ny civil or crimina l inve s tiga tions , forma l or informa l compla ints . Additiona lly, Applicant

indicated that none of its  officers , directors  or partners  have been convicted of any criminal acts  in

28 the pas t ten years .
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1

2 Arizona .

3 37. S ta ff's  re comme nda tions , a s  s e t forth he re in a re  re a s ona ble  a nd s hould be  a dopte d,

4 a nd  s hou ld  inc lude  tha t Va luTe l s hou ld  b e  re q u ire d  to  file  the  o rig ina l p e rfo rm a nc e  b ond  o r

5 irre voca ble  s ight dra ft le tte r of cre dit, in a  form a cce pta ble  to S ta ff, with the  Commis s ion's  Bus ine s s

6 Office  a nd cop ie s  of the  pe rform a nce  bond or irre voca b le  s ight dra ft le tte r of c re dit with Docke t

7 Control, a s  a  complia nce  ite m in this  docke t, within 30 da ys  of a  De cis ion in this  ma tte r.

38.

36. The  Cons um e r S e rvice s  Divis ion  s howe d no  com p la in ts  file d  a g a ins t Va 1uTe l in

The  ra te s  propos ed by this  filing a re  for compe titive  s e rvice s .8

9

10 1. Ap p lica nt is  a  p ub lic  s e rvice  corp ora tion  with in  the  m e a ning  of Artic le  XV of the

l l

12 2.

13 3 .

14 CC&N to provide  compe titive  te le communica tions  s e rvice s .

4 . Th e  C o m m is s io n  h a s  ju ris d ic tio n  o ve r Ap p lic a n t a n d  th e  s u b je c t m a tte r  o f th e

C O NC LUS IO NS  O F  LAW

15

16 a pplica tion.

17 5. P urs ua nt to  Artic le  XV of the  Arizona  Cons titution, a s  we ll a s  the  Arizona  Re vis e d

18 S ta tute s , it is  in the  public inte re s t for Applica nt to provide  the  te le communica tions  s e rvice s  s e t forth

19 in its application.

20 6. Pursuant to Article XV of the Arizona Constitution as well as the Competitive Rules,

21 it is just and reasonable and in the public interest for Applicant to establish rates and charges that are

22 not less than the Applicant's total service long-run incremental costs of providing the competitive

23 services approved herein.

24 7. Va1uTel is a tit and proper entity to receive a CC&N to provide resold local exchange,

25 and resold long distance services in Arizona, subject to Staffs recommendations and conditions set

26 forth herein.

27

28
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1

2 IT IS  THEREFORE ORDERED tha t the  a pplica tion of Va luTe l Communica tions , Inc., for a

3 Ce rtifica te  of Convenience  and Necess ity for authority to provide  compe titive  re sold loca l exchange

4 a nd re s old long dis ta nce  te le communica tions  s e rvice s  in  Arizona , is  he re by gra nte d, s ubje ct to

5 complia nce  with S ta ffs  conditions  s e t forth in Finding of Fa ct No. 22 a nd 23 a nd a s  modifie d in

6 Finding of Fa ct No. 37 a nd in the  following Orde ring P a ra gra phs .

7 IT IS  F UR THE R  O R DE R E D th a t  Va lu Te l C o m m u n ic a tio n s ,  In c . ,  s h a ll p ro c u re  a

8 pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit e qua l to $25,000, which s ha ll re ma in in

9 e ffe ct until furthe r Orde r of the  Commis s ion.

10 IT IS  FURTHER ORDERED tha t Va luTe l Communica tions , Inc .,  s ha ll file  the  o rig ina l

l l pe rforma nce  bond or origina l irre voca ble  s ight dra ft le tte r of cre dit, in a  form a cce pta ble  to S ta ff;

12 with the  Commiss ion's  Bus iness  Office  and copie s  of the  pe rformance  bond or irrevocable  s ight dra ft

13  le tte r of cre dit with  Docke t Contro l, a s  a  complia nce  ite m in  th is  docke t, with in  30  da ys  of the

14 e ffe ctive  da te  of this  De cis ion.

15 IT IS  FURTHE R ORDE RE D th a t if Va lu Te l Co mmu n ica tio n s ,  In c .  b e g in s  to  ch a rg e

16 a dva nce s  or pre pa yme nts  or de pos its  for its  re s old loca l e xcha nge  s e rvice  it s ha ll incre a s e  the

17 minimum pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit a mount of $25,000 if a t a ny

18 time  it would be  insufficie nt to cove r a dva nce s , de pos its  a nd/or pre pa yme nts  colle cte d from Va luTe l

19 Communica tion's  Inc., cus tome rs . The  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit

20 should be  increa sed in increments  of $l2,500, and the  increa se  should occur with the  tota l amount of

21 the  advances , depos its  and/or prepayments  is  within $2,500 of the  pe rformance  bond or irrevocable

22 s ight dra ft le tte r of cre dit a mount.

23 IT IS  FURTHER ORDERED tha t Va luTe l Communica tions , Inc., s ha ll docke t conforming

24 ta riffs  for e a ch s e rvice  gra nte d he re in  with in  365 da ys  of th is  De cis ion or 30 da ys  prior to  the

25 provis ion of s e rvice , whiche ve r come s  firs t. The  docke te d ta riffs  s ha ll coincide  with the  a pplica tion

26 file d in this  ma tte r a nd s ha ll s ta te  tha t Va luTe l Communica tions , Inc., doe s  not colle ct a dva nce s ,

27 depos its  and or/or prepayments  from its  cus tomers .

28

ORDER
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9

IT IS  FURTHER ORDERED tha t if Va luTe l Communica tions , Inc ., fa ils  to  me e t the

2 time fra me s  s e t forth he re in, the  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity conditiona lly gra nte d

1

3 herein shall become null and void, after due process.

IT IS  FURTHER ORDERED tha t if Va luTe l Communica tions , Inc., de s ire s  to  colle ct4

5

6

7

advances, deposits and/or prepayments from its resold long distance customers in the future, Va1uTel

Communica tions , Inc., s ha ll tile  a n a pplica tion with the  Commis s ion for a pprova l a nd s uch

application shall reference the  Decision in this  matter.

8 IT IS FURTHER ORDERED tha t this  Decis ion sha ll become effective  immedia te ly.

9 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

10

11

12

13

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Ar n ( u

s161i1ER co1v11v11ss1onER' /CO JiM'[SSIONER

IN WITNES S  WHER EOF, I, DEAN s . MILLER , In te rim
EXe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
have  he reunto se t my hand and caused the  officia l sea l of the

a t the  Capitol, in the  City of Phoenix,
2007.

Comm Zion to be  933
this L day of d

' 1 /IILLER
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
YBK:db
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1 S ERVICE LIS T FOR:
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3

4

5

Melvin Reams
VALUTEL COMMUNICATIONS, INC.
13809 North Highway 183, Suite 705
Austin, TX 78750-1246

6 Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 Wes t Was hington S tree t
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7

8

9

10

11

Ernes t G. J ohns on, Director
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 Wes t Was hington S tree t
P hoe nix, Arizona  85007
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13

14

15

16

17

18
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20

21

22
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24

25

26

27

28
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